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The I mpact of Turnkey Contracting on the Business Strategy of Domestic
Contractors

Abstract

According to many documents, turnkey contracting has the merit of shortening
the construction time, reducing cost, and improving the quality. It is becoming
obvious that turnkey contracting is gradually replacing traditional contracts for public
works in many countries. In Taiwan, the integration of design and construction into
one single contract is only possible after the implementation of the Government
Procurement Law in 1999. The magority of the contractors in Taiwan is
small-to-medium business and was only alowed by the laws to be responsible on
either design or construction. The contractors must have some adjustment and
integration on the business strategy to meet the challenge of turnkey contracting. It is
expected that the huge expense of bid preparation and the higher risk of turnkey
contracting will accelerate the vertical integration in the construction industry. The
strategic aliance of design firms and construction companies will provide a short term
solution for most of the turnkey tenders. In the long run, some companies with
stronger technical and financial background may develop into turnkey contractors
with both design and construction capabilities. Some smaller companies may select to

develop itself into specialty contractors.

This study has focused on the market obstacles for the contractor to enter turnkey
contracting and analyzed the motive of strategic alliance for construction companies.
Interviews with experts from the government and from the industry have helped the
design of questionnaires and some 140 contractors who had some turnkey contracting

experience are requested to fill out the questionnaires. Statistical analyses were



conducted and results presented. The major findings of the study can be categorized

into two parts:

1. Theimpact of turnkey contracting on the construction industry, and

2. Theproposa on strategic aliance in business strategy.

It is hoped that this study will provide some reference and help for those companies

who are interested in turnkey contracting in the future.

Keyword : Turnkey, Strategic Alliance
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